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banking regulator, who in the judg-
ment of the Secretary, has the reg-
uisite skills, knowledge, reputation,
and experience to properly conduct
such a review;

(3) Pro forma projection of the guar-
anteed lender’s balance sheet, income
statement, and statement of cash flows
over the ensuing five years;

(4) Credit assessment issued by a Rat-
ing Agency;

(5) Credit rating, by a Rating Agency,
on its senior secured debt without re-
gard to the guarantee and satisfactory
to the Secretary;

(6) Other such information requested
by the Secretary.

(b) The bond documents shall specify
such bond monitoring and financial re-
porting requirements as deemed appro-
priate by the Secretary.

§1720.13 Limitations on guarantees.

In a given year the maximum
amount of guaranteed bonds that the
Secretary may approve will be subject
to budget authority, together with re-
ceipts authority from projected fee col-
lections from guaranteed lenders, the
principle amount of outstanding con-
current loans made by the guaranteed
lender, and Congressionally-mandated
ceilings on the total amount of credit.
The Secretary may also impose other
limitations as appropriate to admin-
ister this guarantee program.

§1720.14 Nature of guarantee; accel-
eration of guaranteed bonds.

(a) Any guarantee executed by the
Secretary under this part shall be an
obligation supported by the full faith
and credit of the United States and in-
contestable except for fraud or mis-
representation of which the guaranteed
bondholder had actual knowledge at
the time it purchased the guaranteed
bonds.

(b) Amounts due under the guarantee
shall be paid within 30 days of demand
by a bondholder, certifying the amount
of payment then due and payable.

(c) The guarantee shall be assignable
and transferable to any purchaser of
guaranteed bonds as provided in the
bond documents.

(d) The following actions shall con-
stitute events of default under the
terms of the guarantee agreements:

§1720.15

(1) The guaranteed lender failed to
make a payment of principal or inter-
est when due on the guaranteed bonds;

(2) The guaranteed bonds were issued
in violation of the terms and condi-
tions of the bond documents;

(3) The guarantee fee required by 7
CFR 1720.10 of this part, has not been
paid;

(4) The guaranteed lender made a
misrepresentation to the Secretary in
any material respect in connection
with the application, the guaranteed
bonds, or the reporting requirements
listed in 7 CFR 1720.12; or

(5) The guaranteed lender failed to
comply with any material covenant or
provision contained in the bond docu-
ments.

(e) In the event the guaranteed lend-
er fails to cure such defaults within the
notice terms and the timeframe set
forth in the bond documents, the Sec-
retary may demand that the guaran-
teed lender redeem the guaranteed
bonds. Such redemption amount will be
in an amount equal to the outstanding
principal balance, accrued interest to
the date of redemption, and prepay-
ment premium, if any. To the extent
the Secretary makes any payments
under the guarantee, the Secretary
shall be deemed the guaranteed bond-
holder.

(f) To the extent the Secretary
makes any payments under the guar-
antee, the interest rate the govern-
ment will charge to the guaranteed
lender for the period of default shall
accrue at an annual rate of the greater
of 1.5 times the 91-day Treasury-Bill
rate or 200 basis points (2.00%) above
the rate on the guaranteed bonds.

(9) Upon guaranteed lender’s event of
default, under the bond documents, the
Secretary shall be entitled to take
such other action as is provided for by
law or under the bond documents.

§1720.15 Equal
ments.

opportunity require-

Executive Order 12898, ‘“‘Environmental
Justice.”” To comply with Executive
Order 12898, RUS will conduct a Civil
Rights Analysis for each guarantee
prior to approval. Rural Development
Form 2006-28, ‘“‘Civil Rights Impact
Analysis”’, will be used to document

251



Pt. 1721

compliance in regards to environ-
mental justice. The Civil Rights Im-
pact Analysis will be conducted prior
to application approval or a condi-
tional commitment of guarantee.

PART 1721—POST-LOAN POLICIES
AND PROCEDURES FOR INSURED
ELECTRIC LOANS

Subpart A—Advance of Funds

Sec.
1721.1 Advances.

Subpart B—Extensions of Payments of
Principal and Interest
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Purpose.

General.

Definitions.

Policy.

Eligible purposes.

Application documents.
Repayment of deferred payments.
Agreement.

Commencement of the deferment.
OMB control number.

Subpart A—Advance of Funds

§1721.1 Advances.

(a) Purpose and amount. With the ex-
ception of minor projects, insured loan
funds will be advanced only for projects
which are included in an RUS approved
borrower’s construction work plan
(CWP) or approved amendment and in
an approved loan, as amended. Loan
fund advances can be requested in an
amount representing actual costs in-
curred.

(b) Minor project. Minor project
means a project costing $100,000 or less.
Such a project qualifies for advance of
loan funds even though it may not
have been included in an RUS-approved
borrower’s CWP, amendment to such
CWP, or approved loan. Total advances
requested shall not exceed the total
loan amount. All projects for which
loan fund advances are requested must
be constructed to achieve purposes per-
mitted by terms of the loan contract
between the borrower and RUS.

(c) Certification. Pursuant to the ap-
plicable provisions of the RUS loan
contract, borrowers shall certify with
each request for funds to be approved

7 CFR Ch. XVII (1-1-06 Edition)

for advance that such funds are for
projects in compliance with this sec-
tion and shall also provide for those
that cost in excess of $100,000, a con-
tract or work order number as applica-
ble and a CWP cross-reference project
coded identification number. For a
minor project not included in an RUS
approved borrower’s CWP, the Bor-
rower shall describe the project and do
one of the following to satisfy RUS’ en-
vironmental requirements (see 7 CFR
part 1794).

(1) If applicable, state that the
project is a categorical exclusion of a
type described in §1794.21(b), which nor-
mally does not require preparation of
an Environmental Report (ER); or

(2) If applicable, state that the
project is a categorical exclusion of a
type that normally requires an ER and
then:

(i) Submit the ER with the request
for funds to be approved for advance, or

(i) If applicable, certify that it has
analyzed the minor project with re-
spect to a comprehensive service area
environmental map and data base col-
lected and used in preparing the ER for
its RUS-approved borrower’s CWP, and
that on the basis of that information,
the minor project will not be located in
an environmentally sensitive area or
location.

(d) Noncompliance. Where insured
loan funds are found to have been ad-
vanced in noncompliance with this sec-
tion, borrowers will be required to de-
posit the appropriate amount of the
over-advance in the construction fund-
trustee account and pay any accrued
and unpaid interest to RUS. The Ad-
ministrator will require borrowers, in
order to remedy such noncompliance,
to pay an additional amount equal to
the interest on the funds over-advanced
for the period such funds were out-
standing, calculated at a rate equal to
the difference between the RUS loan
interest rate and the most recent rate
at which RUS sold Certificates of Bene-
ficial Ownership (CBO’s). While RUS
will generally permit the amount of
over-advance deposited in the con-
struction fund-trustee account to be
subsequently used by the borrower for
RUS approved projects, nothing in this
section shall be construed to preclude
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